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M‘lobjsale discounted rate. The services promoted by BeliSouth will, of course, remain ':
avanéble for resale at the tariffed rate less the wholesale dlacount. A competitor may
offer any promotionél incentive It wishes to respond 10 a BellSo’lum promotion.
Ik gl |

The Gommission has previously ordered that thess saervices shall be available for -
resals to those customers that qualify f;:r this service. Currently, Lielina service Is not-
avahéb.'e in Kentucky. AT&Y may offer Link-Up service only to thoss customars aligible
to recsive them. AT&T is required to discount the Link-Up service by at least the
percentage currently used by BellSouth. In addition, AT&T i résponsible for applyihgé
to NECA to receive compensating funds as BellSouth currently does.

11 ang 91 |

N1 services are not avaliable in Kantucky. Therefore, this issue is moot. 911!
services, which are purchesed by numerous governmental entities in Kentucky. are
telecommunications séwicas available to users who are nol telecommunications
providers. Therafore, they shall be mads avallable for rasale ai the wholesale
discounted rate as louﬂined in Section 251 (€)(4)(A) of the Act. The Commission reeaffirms
Its previous dscision on this Issue.

BeliSouth does not currently offer any state-specific mandated discount plans to
fts customers in Kentucky, Consequently, this is a not an Issue at present. Should anfr
discounted tariffs be required In the future, AT&T will be allowed an opportunlty thmugii

the complaint process to present its argumant for resale to the Commission. |

i
1
5 |
|
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Use and User Restrh |

| AT&T requeitad that the Comfnission recansider its decision on this lssue |
readgxed in Case No. 96-431.4 In that case the Commission found that the general .
subsqj:riber tarlff of any ILEC should be fﬁa basis for the terms and conditions of resale -
offered to comnpelitors.! The basis for .AT&T'e tequest is puragraph 838 of the FCO's
First Report ang Order In FCC 96- 3251 which states that resale restrictions, including
'those in an [LEC's tariff, are presumptwe!y unreasonable AT&T also paints out that
paragraph 939 gives the ILEC the burden of proving that a proposed restriction Is:
reasonable and nondiscriminatory. Thé Commisslon concurs with AT&T's position and:
will modify its dacision in Case No. 98431 to require that an ILEC must support its
position that a particular tariff condition or limitation Is reasonablea.
Non-Recurring Chg[ges

BellSouth érgues that non-recuming chargee shouid not be subject to thé

wholesale discount becavee they represent services that do not have any avoided costs.
However, although individual services may have different levels of avoided costs, the
whq!esa!a discount rate is set ata oombosite rate for all services, Therefore, while some

Servicss may have more or less avoidéd cost, the wholesale discount rate appropriately

|

Case No. 86-431, Order dated December 20, 1606.

Imp i
Agt of 1998, First Report and Order CC Docket No. 96-98 (August 8, 1896),
("FCC Order”),

.'6~ '
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appliés to all services subject to resals. Accordingly, the proper wholesals discount rate '
ghall be applied to NON-FSCUrTing charges.

I,  APPROPRIATE WHOLESALE RATES
(PARTIES' ISSUES 21 AND 22)

In Case iNo. 06-431, the Commission established a composite wholesale discount |
rate of 15.1 percent. The decislon wéas based upon the evidencs filad by MCI and:
BellScuth. In .this case ATAT has‘ presented new Information upon which the'
Comenission has modified its previoué gnalysis. The Commission's dacision on thei
whoiesals discount raté in Case No. 96-&31 is the starting point for the adjustments that
it wil make In this proceeding.

In Cass No. 86-431, the Commission treated uncollectibles as an indirect expensel
and calculated that 10,04 percent of this account would be avoided., In this proceeding,
AT&T includes 100 percent of the uncoliectible expenses in its calculation of the
wholesale discount rate, whlle Be!lSo:uth proposes in its resale study to include 100
percent of uncollectible expenses as avolded. In Hts study based on the FCC Order,
BellSouth followad the FCC methodology by including the uncoliectible amount only as
determined by the indirect aliocation factcr. However, BellSouth witmess Reid testifled
at the hearing that it would be unreasonable to classify as BellSouth costs uncollectibla
costs Incurred by resallers pursuant to §ale of services to end-users.” Since both partieé

are in agresment as to the leve! of avoidability of uncoliectibles, the GCommission wili

!
!

|
t
!
!
7 i

Reid, Tr. Voi. 2, at 183-84.
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adjusi BeliSouth's ‘wholesale discount caloulation to include 100 percent of the
uncollectible expensfes as avolded.

- The Commlséion aiso will adjust the amount of revenuas"includod inits stddy in
Case No. 96-431 to reflect the !ncluslén of ltems that will be avallable for resale. In
Case No. 86-431, the Commission mirrored the revenue number used by BaliSouth in
its wholesale discount studies. However this number is incorrect because BellSouth:
exclésded revenues from CSAs, grandfathered services, non-recurring charges, and
E611/911 service revenuas on the basis that these ttems should not be avallabls for:
resale. The Comrnission has, hom'éver. determined that these items should be avallable;
for resale and therefore includes these revenues in its calculations.

The Commission will also mdke an adjustment to reflect a change in the
calculation of the indirect expense factor. ATRT correctly pointed out that the calculation
of the indirect expense allocation factor should be computed by dividing directly
avoldable expenses by total direct expenses, not total expenses. The Commission
changes the calculation of the indiract factor by including only total direct expenees in
the denominator. _

The issues‘ciiscussed above concern modifications 1o the study in Case No. 96~

431, The foliowing are Commission decisions vegarding issues proposed by AT&T in

thig proceeding. :
In its avolded cost study AT&T has Included as avoided costs Accounts 6226,

operator systems, and 6560, depreclation/amortization of operator systems. The

cormpany determined that the percent of avoided casts in these accounts should mirror

|
. |

i
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the percentage of avoided costs in the! call completion and number gervices accounts
86 déterminsd by the Cornmission in Case No, 56-431,

At paragraph 610 of the FCC's F:Irst Report and Order, the FCC determined that'
plant specific and ﬁfant nonspacific axﬁanses are preaumptively not avoidable wih the
exception of general support expenses, Accounts 8220 and 8680 are included in the
group of accounis which are presﬁmpﬁvaly not avoldable. FCC Rule 51.608,
"Detarmination of avolded retail costs,” states that costs in these accounts may be
treated as avoided retail costs only to the extent that a party proves to a state
commission that specific costs in these accounts can be avoided. Accordingly, the
burden of proof in thie case lles with AT&T.

AT&T's assumption regarding the relationships bstween the referenced accounts
does not, in the opinion of this Commission, meet that burden of proof. The company
has not demonstrated that the percéntage of avoided cost in Accounts 6621, eall
completion, snd 6622, number services. also appliss o Accounts 6220, operator
systems and 6560, depreclationfamortization of operator systsms. Nelther has &
provided other proof that the current ‘assumption or any other assuniptions regarding
avoided costs that may regide in these Eowunb is valid and satisfles the burden of proof
contemplated In the FCC's rules, Thf&refora. on the basis of the existing record in this
case, the Commission rejests AT&T's argument that these accounts are 75 percent
avaidable.

ATE&T elso proposes that 20 persent of BellSouth's costs In Accounts 6534.

testing, and 6534, plant adminlstration éxpenses, be desmed avoidable. These accounts

!
f

-
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are nOnspectﬁc plam accounts and are therefore subject to the same restrictions as
Accopnts 6220 and B580. AT&T's argument is based upon its estimate that -
approximately 50 percent of iis cverall tssting and plant administration costs involve end- |
user testing and froubls shooting.* Basod on this estimate of activity, AT&T opines that 5
20 percent of Bell$outh's cosis in the_'sa accounts are avolded.® AT&T notes that
BellSouth provided no support for Its position that nane of the costs in these accounts
are avoided and that BeliSouth provides no response to AT&T's reasonable estimate that
20 percent of thaze costs will be avolded.

In denying AT&T's proposal o include 20 percent of the costs in this account as
avoltiable, the Commission again relles upon the FCC's final rules that put the burden
of proof of aveidab! my on the ALEC. BeliSouth is not required to establish that these
costs are not avoidable, AT&T has not shown that its experience with these expenses:
as a long-distance carrier is necessarily comparable to BellSouth's experience with thase:
expenses as an ILEC. Therefore, the Commission will not require that these accounts
be considered In determining the wholesala discount rate.

Finaily, AT&T proposes to classify as avoidable capital costs and taxes on capital
related to genara! support assets. AT&T opines that if ganeral support expensas are‘:
considerad indirectly avoldable, then a portion of general support related invastment
should be also avolded. AT&T contends that the Cornmission has already found that

BellSouth In fact will avold certain Investment costs and cites Appendlx 1A of the MCH

|
AT&T's Posi-Hearing Brief, filed January 21, 1997, at 21. |

® id. at. 21-22, .
-10-

8
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Eellseuth Order in Case No. 86-431. AT&T includes $5.010 million as avoided return x*

and mcome taxes. However. Appendlx 1A deals exclusively wlbh operating expenses
and does net Include any lnvestment costs.

The Commtssion has siready deamed inappropriate AT&T's inclusion of operator
system expense and depreciation in its avolded cost study; thersfore, It is inappropriate '

to aliow & ratum and tax component for opatation systams in the study. AT&T's study !
also delermines the return and tax cemponent on gross telephone plant in service.
However, the rate of return methodology used by ﬂjis Commission determines a
com;%any's appropriate net operating income and resulting revenues and expsnses on
the basis of net telephone plant. AT&T's methodology is not consistent Wlth that used

by this Commission. The Commission will adhere to its usual methodology and will not

include a return and tax componant as an avoided cost in this arbitration.

Based upcn the preceding analysis, the Commission determines that the

appropriate overail wholesale discount rata is 16.26 percent as shown in Appendix 1,

Consistent with its decision In Case No. 56431, the Commission determines that a

separate discount rate for residential and business servicss Is appropriate and calculates
thes;e rates at 15.78 percant and 15.54 parcent, respsctively, as shown in Appendix 1A

M. NOTICE TO WHOLESALE CUSTOMERS OF INTRODUCTION
OF MEW SERVICES, DISCONTINUANCE OF EXISTING
SERVICES, OR REVISIONS OF EXISTING SERVICES
(PARTIES' ISSUE 11)

AT&T states that it should recelva notice of BeliSouth's introduction of new
sefvicgs and discontinuance or revision of existing services at the same time BeHSouﬂ{

provides iself notice of such proposed changes. BellSouth has agresd {o give 45—dayé

{
41- |




(2-06-97 E0!:13?M FRO!{. REGULATCRY | 10 914045295122 P0O16/016
FEB. 5.1;97 1zidEPM PSC 502 564 3460 | NO.253  P.16

noﬁoé. BeliSouth also states that this Issue has been resolved.” However, the record -
doesf not Indicais tﬁat the parties have reached agreement regarding AT&T's epadﬂcé
raquést that the Commission require BellSouth to notify maller"s at least 45 days prior

to the efigciive date of the change or doncun'entiy with BellSouth’s internal notification i

process, whichever is earfler."
The Commission will require ReliSouth to provide 45-days' notice to AT&T of new:

senvicas or the discontinuance or revisions of existing servicas, However, on a case-by-

case basls, should 45-days' notice of a' change appear inadequate, AT&T may petition.

the Comiinizsion for additional time prlo} to the implementation of the BallSouth service!
changes, |f this matter has besn resolvad in a different manner than stated herain, the
Commission will revisw the issue when the parties flle thelr interconnection agreementf

V.  REAL-TIME AND INTERACTIVE ACCESS VIA
ELECTRONIC INTERFACES (PARTIES' ISSUE 5)

AT&T requssis electronic interactive access to perform pre-ordering; ordering:
provisioning; malntenancelrepalr; and bifing. BeliSouth and AT&T seem to agree upon the
broad issues involved but to disagree on the details.

The Commission recognizes the Importance of real-time access In & competitive

environment and agrees that BeliSouth should provide this access. The FCC's target date

' Be!lSouth Post-Hearing Brief, filed January 21, 1997, at 25.

1

See ATET Post-Hearing Brief at 40.
A2 |
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for'such access was January 1, 199'(."’ Accordingly, BellSouth should, In good fam?,
attémpt to provide the access as soonl*as possible. In the meantime, it must offer AT&T
an interim solution. Permanant soluﬁpnis shouid be available and'lshould be Implemented
o fater than June 30, 1887. The resutant costs incurred by BeliSouth should be bome by
the .ALECs on a falrdy apportioned basitl, As competition develops, additional ALECs wifl
be vequired to bear their portion of the"cdsts.

The Commission addressed the issue of access to customer records in Case No,
88-440," and it adheras to that decision !‘here. Whan customer informatior: is withheld from
an ALEC, a competitive d!sadvanta‘ge%ls cradtad. To offer relief, the Commission haé
conciuded that an ALEC's provision of a blanket Lettsr of Authorization to the ILEC shall
be sufficient to allow the ALEC access i;o customer records.

V. PROPOSED REQUIREMENT THAT BELLSOUTH ROUTE

CALLS FOR OPERATOR SERVICES AND DIRECTORY

ASSISTANCE DIRECTLY TO AT&T'S PLATFORM
(PARTIES' ISSUE 6)

AT&T argues that direct routing Is technically faasible and therefore should be
provided In the resale environment. ATRT says BeliSouth can provide this capabllity by
using Hts Advanced Intslligent Network ("AIN"). AT&T asserts that Bell Atlantic has ;

! |
' tIn FCC 26476, Implementation of the Local Compefition Provisions in the
Telecommunlcations Act of 1988 CC Docket No. 96-08 (December 13, 1896),
Paragrapgh 11, the FCC stated it does not intend to initiate enforcement action
against ILECs that do not meet the January 4 date but are making goed faith efforts
to provide the access "within a reasonable period of time, pursuant to an
implementaticn scheduls approved by the relevant state commission."
- "Case No. 86440, Petition by MCI for Arbitration of Gertain Terms and Conditions
of 8 Proposed Agreement with GTE South incorporated Conceming Interconnection

and Resale urder the Telecommunications Act of 18988, Final Order datad
December 23, 1996.

~13- i
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a|r;udy agreed to provide this funcﬁon through its AIN by April 1897. While AT&T
a&nowledges that switchee provide Lnly a finite number of line alass codes, It argués
that they can and should be allowtéd to new entrants on & st come, first served”
basls. AT&T also states that the Col'nmission has already held, in Case No. 96-431.
that Be!ISoufh should brand all calls w‘h'en offering services for resals where technically
feasible. AT&T asserts that the te¢n$logy required to brand calls and to route calls to
a pfovlder‘s operator services is the saime since, in either case, there raust be a way t§
dlstinguish ATZT tustomers from Bell?Sou*th customers.

BeliSouth cheracierizes the raquésted capabllity as "local switching with selective
routing” and argues that i Is tachnica!lly unfeasible, Cliing the limited capacity of thé
switches, it argues, inter alla, (1) that tlﬁe class codes for sslective routing could not bé
offered to all ALECs and limitation wduld be unfair to carriars who did 1ot receive the
funclion; and (2) that exhaustion of the switch would restrict flie service variations ALECs
could cffer as weli as the abllity of BeilSouth to provide new services. BellSouth also
says its existing AIN capabliities call'mot provide the raquested selsctive routing.
Hovrever, BellSouth explains that !t is éeeking a solution and urges the Commission to
deny ATET' request ot this time.

The Commission has already coi'_ncluded, in Administrative Case No. 355, that

it will not require ILECs to fumnish reso!dl tariffed services minug operator services. The

Commission reaffirms that decision here, but notes that, if an ILEC and reselfing ALEC |

" Administrative Case No. 355, Order dated September 26, 1896.
I !

i «14-
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redch & mutua! agresment in ragard 1o such service separations, the Commission wﬂl
accept this individual arangsmeant. |

¥, however, sn ALEC provides sennce through unbundiad élamants, an ILEC shail
provide routing for the ALEC's custi)mers' calls for operator servicas and dlrector|y
ascistancs. If an ILEC asserts thet tlije service is not technically feasible, it bears th'g
burden of proof before the Gomm!ssion.f BeliSouth has not bome that burden in regard t¢
the ;routing issue In an unbundied alan:ﬁent environment.

V.  BRANDING (PARTIES' IBSUE 7)

As previously stated hetein, the Comtrilstlon doss not require ILECs to furnish
resold tariff services minus operator or éirsctory assistance services, although if an ILEC

and an ALEC agree to a wholesals ‘rate for a service without operaior services or
!.

directory assistance services, the Commission will accept thelr arangement. I, on thé
'cther hand, an ALEC provides the sprviée through purchase of unbundled slements, then
the ILEC shall provide customized rout_ting for 0+, 0-, 411, 611, and 555-1212 calls. If
an ILEC asserts that customized cal rodﬁng is no: technically feasible, It has the burden
of provmg its claim. |

 ATAT argues that directory assiotanoe service and operator services should bei
branded as It requests. BellSouth asserts that it is not required by the Act to brand

opera’stor or diractory services on an Indiv;idua) brand basis, and that such branding is not‘
|

' The FCC has concluded tha where operator call completion or dxractory
l )

technlcally feasible.

assistance is part of a serwoe or servloe package, failure of the ILEC to comply with

|
|

15
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bra'nding requests presumptively condiim'tes an unraasonabls restriction on rasale except

in 'casez where it i& hot tachnimlily faasibla.® The ILEC should, however, be

con"vpensated for costs incurred In comiplying with branding requa‘;ais by the carrier which
mage the request, :

The Commission finds, theref!c:re. that In those Instances where branding of
opefator services is technically feaslble, and where such branding is necessary for parity
of service, It should be provided. However, the Commission wlll not raquire BellSouth
to brand directory assistance for ATE;;T because lf does not brand iis own. Should
Belléouth inltiate brandling of its direch.i:ry assistance, it must also offer competitors the
option to have thelr calls branded.

Where branding does take place pursuant to the terms described herein,
BellSouth shall dstermine the additional cost [t will incur {0 provide It anc shall bill AT&T .
for such costs. AT&T or BellSouth méy petition the Commission for rasolution of any
bilﬁng disputes.

Vil.  APPEARANCE OF AT&T ON BELLSOUTH'S DIRECTORY
(PARTIES' ISSUE 8)

ATAT argues its logo should be dfsplayed on BellSouth's telephone directories as
BellSouth's logo Is displayed. Howevier, this dispute is no longer at issue, since the
Commission has already addressed K. By Order dated November 21, 1986, BefiSouth

Advertising Publishing Corporation (*"BAPCO") was denled intervention In this procesding.

In that Order, the Commission noted that AT&T and other ALECs that have directory

d

w o Sge FCC Order, Paragraph 871.
~16-
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puﬁlioaﬁon nheeds must negotiate and contract directly whth BAPCO. Accordingly, th?
Commission determinad & would not aJdmw lssues involving BAPCO in this proceedinj.
Finiauy. according to the information BAPCO has filed In this pn:;beedln'g. on August 14
1956. it entered Into @ complete dlrecitory publizations agrasment with AT&T. AT&T
has produced no new evidenoe to indicate that the Commission should reconsider its
November 21, 1996 decision.

VIll. ACCESS TO TEN SPECIFIED UNBUNDLED NETWORK
" ELEMENTS REQUESTED BY AT&T (PARTIES' ISSUE 74)

AT&T requests that BsllSouth unbundle ian specific slements and their features,
fundlions, and cupabllities. As AT&T states, the Commission has previously found that it
i5 te;:hnilly feasible for BsllSouth to pr;ovide these elements.” A mutual resolution hes
been reachied for eight of the requested élemehts, while isshes regarding the AIN and thei
Network Interface Device ("NID") remain in dispute.

Be!lSouth agrees t» provide unbundled access to iis AIN elements; howsvar, it
argues that mediation devices are neceésary to ensure natwork reliability and security.!’
The Commissicn therefors requires ATAT to network threugh a medlation device fora 90
day period. If, during this period, AT&T exhibits ts abillty to Interface rellably within the

AIN network, use of mediation devicas sha(l be discontinued.

16

% A'{S{'g Post-Hearing Brief at 41, citing the Commission's Order in Case No. 98-
; , at 18, ‘

17

| . . ‘~
“BellSouth Post-Hearing Brief at 28,

| ‘ -
\! "1/'
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BellSouth also raises the issué of safety and natwork reliabllity in regard to the
unbundimg of the NID."™ AT&T has oﬁ’aued a resolution of the safely issue.” Safety
parfonmance and reliabliity are required ‘by the Commission of all carriers. Thersfore, the

Commtssmn determines that BellSouth shall provide nondiscriminatory aceass to the NID,

IX. PRICES FOR EACH UNBUNDLED ELEMENT AT&T
HAS REQUESTED (PARTIES' ISSUE 23)

The parties have submitted cast studles which rely upon different mathodologies and
purport to calculate ihe forward Iookirg total element long run incrémental cost ("TELRIC")
of BbllSouth's unbundled network elements ATET used the Hatfield model to derive its
estlmates of BellSouth's TELRIC elemem costs as did MCI In Case No. 86-~431. The
Commission here reaffirms its decision ip Cass No. 96431 not to use the Hatfleld model
as :ts primary methodotogy because It dbes not reflect BellSouth's actual network design

and eosting processes. BallSouth's TEthC studies use enyineering procass models and .

éertain accounting data to estimate its forward-looking TELRIC costs. The Commission
finds, howaver, that the Hatfield rnodi‘el is & useful tool which can be used as an
Independent estimate 1o check the rea:tsonableness of BellSouth's TELRIC estimates,
particula-y since the assumgtions undellflylng the Hatfield model are available for public
scrutiny.

' Because the arguments offered in this case do not differ in relevant substance

1
]

from those offered in Case No. 86431, the Commission sees no reaeon 1o revisit the ‘

'BellSouth Post-Hearing Brief at 27,

18

AT&T Past-Hearing Brief at 43 (guarantesing that it will use properly trained

technicians in grounding any BellSouth l0ops and wilt comply with the National
Electric Safety Code).

18-
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issties decided in that case and f'nd¥ based upon the principles discussed and tha
deckions reached In that Order, as fohows
" Forthe unbindied loop categod;s an $18.20 rate should’ be get for 2-wire Ioops
From this base loop rate, we foliowéd the relationship between BeliSouth's 2-wlre_
TEL:RIC and the TELRICs for otheré locp categories. The $18.2C reconciles the
dlﬂérence between BeliSouth's loop s‘}udy in Administrative Gase No. 365 end tha;
submitted in this case. Within 60 daits of the date of this Order, BallSouth should,
however, provide TELRIC studles for thc;;se unbundled network elements for which It has
not providad a TELRIC estimate, Incluc;ing the NID and nori-recurring charges. |
Due to time constraints, the o&omplexﬁy of BellSouih's cost models, and the
concerns discussed fully In the final OErder in Case No. 96-431, the Commission will
conduct additional investigation. The unbundlzd network slement retes prascribed herein
reflect the Commission's concerns régardlng BellSouth’'s TELRIC studles. The
Comission has made temporary ad]ustl‘lnen'rs io BellSouth's cost study esults and has
set unbundied network element prices écmdlngly. See Appendix 2. These rates are
inten&ed to be temporary pending furi;her Investigation of the TELRIC studies and
pendi.‘hg contideration of the extant to iwhic:.h non-traffic sensitive ("NTS") and NECA

. . |
universal service payments may support local service cost recovery. To the extent that

adjustments to costs and prices are wat"_ranted. the Commission will corduct a true-up
on a ;')rospective basls. |

| : |
In setting initial pricas for unbundled slements, the Commission udhered to the

following principles first adopted in Cass WNo. 96-431: ir" BeliSouth has furnished a

| |
“1e- |
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TELRIC ctuly, the price fs equal to TELRlc ffno BaiSouth TELRIC has been furnished,
we locked {o AT&T's Hatfield TELRIC: H‘ nelther BellSouth nor AT&T TELRIC study was
relevant, we looked to BellSouth's proposed true-up price; and if hone of the above was
avdilable we looksd to BellSouth's e)dlstmg tariffed rate.

| Finally, the recovery of NTS revenue streams Is also of concem to thls
cOrhmlssmn. in Administrative Case Nc. 355, the Commission signaled its intent to
a!loGu LECs to continue to recover thei;r NTS revenues, currently recovered through toll
andi‘ accéss charges, through a unive\isal servics fund. Some yvears ago, each LEC's

: l
NTS revenue requirernent was residually calculated and was intended to support iocal

service. The Commission dows not, however, intend ihat local servicw costs currently
bein'g recoversd through access chardes and uttimately through the univarsal service

fund will be recovered twice.?® After 'gxamining BellSouih's cost studles and pricing

proppsals, the Commission cannot ascertain whather or how these local service costs

have besn considered. This issue wil figurs prominently in the Comrnission's upcoming

inveétigatlon.
X PRICES FOR CERTAIN éUPPORT ELEMENTS
RELATING TO INTERCONNECTION AND NETWORK
ELEMENTS (PARTIES' ISSUE 26)

- AT&T asserts that access to poleis. condults, ducts, and rights-of-way should be

priced at TELRIC plus a reasonable aliocation of forward-jooking joini and common

0 lThe CommlssuBn has related concems regarding NECA support payments and the
extent to which local sarvice costs are recoverad in those.

-20-
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coas ATE&T also asserts that Bel!séuth should be requlied to produce adequate cost
 documentation to enable the Commlulon to set cost-based pnce:

" BeliSouth proposes that astablléhed tariffed or contract prices should be used for
existing support functions or semces and that, to the extent a naw support funiction ls
necessaty, the prica should be set a& cost plus & reasonable profit The parties also
diségree an terms for interim number%poriabi!ity and physical collocation.

Tha Commission finds that the rates for'access to poles, ducts, conduits, and rights-
of-way sholld be developed oonsistem]y with prindples found at 47 U.8.C, Section 224(d)
In additlon the Commission raafﬂrms its dsclslon in Casa No. 96-431 that each LEC
should bear its own casts for providing remote call forwarding as an interim number
portability option. Finally, the Camm!ssi‘on finds that the costs for physical collocation on
BeliSoutr's premises should be based En comparable prices for leased office space per.
sqLiare foot.

" X, LIMITATIONS ON AT&T'S ABILITY TO COMBINE
UNBUNDLED NETWORK ELEMENTS WITH ONE
ANOTHER, WITH RESOLD SERVICES, CR WITH
AT&TS OR A THIRD PARTY'S FACILITIES

TO PROVIDE TELECOMMUNICATIONS SERVIGE
(PARTIES' ISSUE 15)

AT&T states that the Commission has already decided that BeliSouth may not
restrict a new entrant's abllity to “comblre network elements with ona another, with

resold services, or with its own or 8 thlrd party's facilities." AT&T is correst that the

Commlssion has ruled that BellSouth murt in accordance with the Act, at Section

2o |

At'rz&(;r qgrlef at 12, citing Case No. 96—431 Final Order dated Deceinber 20, 198886,
a |

;-21.



62-06-47 01:26°4  FROM REGULATORY | T0 914045295122 PO11/015

FEB. 6.1957 12:51PM  ° PSC S@2 Se4d 34&9 NO.293- P.2§/29

| |
251i(c)(3). provide network elementsf'ln # manner thai allows requesting cerrlers to
mrﬁblne such ehmen& In order to f;rovide such tslecommunications service.” Th;
Commission afirms that declsion h!gre and rejscts BellSoutB's argument that the
puréhase of elemnents to create service? pursuant o Saction 251(c)(3) raust be priced at
the ;rate for vurchase of service for reéale under Section 251(c)(4). However, AT&T ig
inccjrrad in assarting that the Ccammlssﬂm has ruled that new entrants must be permltted
to combine network elements purchased {rom BsliSouth with resold services.

AT&T may combine network eleri;ents. whether those zlernents are its own or are
purdhaseo‘ from BeliSouth, in any mannér it chooses to provide service. ¥ AT&T wishes'
o purchase sewvice for resale from BellSauth pursuant to Section 251(c)(4), & purchases
the entire sarvica as is and at the resale rate.

Xil. WHETHER BELLSOUTH MUST MAKE RIGHTS-OF WAY

AVAILABLE TO AT&T O TERMS AND CORNDITIONS 1
PROVIDES YO ITSELF (PARTIES’ ISSUE 18)

BallSouth and AT&T agree that %Mof-my spaca should not be ieserved by any
party and that available space should be a'located on a "irst come, first servad” basis.
Howéver, BellSouth believes, as ATET does not, that it should hot be required to give

aceess to its maintenance spare at any fime. A maintenance spare is space reserved

on a‘pole or in a condult on which BellSouth can place facilities quickly in responss to

an emergency such as that created by a cut or destroyed cable. BeliSouth argues that

extensive delays in service restoration could result If BellSouth's maintenance spare is :
‘ . 1
forfelted. AT&Te pesition is that there should be a common emergency duct and Inner

duct for use in emergency service réstomt!on situations. AT&T does not discuss
|
 =22-
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| , |
mafintenanoe spares aftached to po&es. ATHET also proposes a priority restmatioh
schaclule |
‘ Because me Commission beneves interrupted service must be promptly restored,
i wm not order BellSouth to forfelt its mammnanoe spares. Neither will the Cornmxsslon
order the arrangement promotad by AT&T glnce the nesd for asvess to maintenance
ca;ﬁabllities ralative to cable restoraﬂr;;n is only requirad when an ALEC has placed its
own cable, a situation which has not y!eﬁ arisen. Coniplainis or further consideration of
~ AT&T's proposal will be considered as )_\LECs begin to run thelr own czble. In addition,
because the restoration plan used bﬁ BellSouth in the past mests the Commission's
minimum raquirements, no modified pian need be establisned.

Other proposals made by A‘T&ir are as follows: (1) occupation of speciﬂé pole
atachment and duct space should bei determined by joint sngineeting arrangementsk
between AT&T and BeliSouth; (2) AT?T should be permitted to lash its cable to the
existing facliies of other camiers as wellllas 1o iis own; (3) BellSouth should advise AT&T
of environmental, health and safety irispections; (4) manhole space for racking and
storage of cable should ba providecf; and (5) BellSoulh snouid acknowledge the
presence of environmental contamlnant'_s in its conduit system.

| Pursuant to federal lew, ILECs mdst provide to ALECs the same access to rights-
of-way that they provide themselves, Th{s mandate encompasses all of the above jtems;
therefore, It is not necessary to addre;s each issue independently. BellBouth must .:
provide the same rights-oi-way access, notifications and arrangemenis io competing !.

‘t i
carrlers as 't provides itself, Should Instance arise where AT&T or any other ALEC

| -23- \
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i |
believes discriminailon has occurred, the complaint process is available to resolve thé
‘issql'es. ‘

" XIl. AGGESS TO UNUSED TXRANSMISSIDN MEDIA -

(PARTIES' ISSUE 18) |

Unused transmission media con:“ﬂtuie a valuable resource to the public swttched._
network, and thersfore AT&T shouid have the right to lease or buy it frorn BellSouth for
the provision of telscommunications se‘wices_. The Commission originally concluded in
Case No. 96431 that the ALEC shouéd begin construction using any requested ﬁber'
within six (6) months of the exacuﬂori of 2 lease or buy contract. The Commlssion‘
further concludad that the ALEC should not proposa {o leasz or buy unusad transmission
media for future unspecified use and th'at BellSouth should not refuse to lease or sell it»
o the ALEG without legitimate businassépurposes. However, in Case No. 96-431,% the
Commission amended its decision to staita thed, if BellSouth refuses a request, it should
show that it will need this unused transrhission media within three (3) years rather than
the five (5) years specliied in the Decet:‘nber 20, 1896 Ordar.

The Commigsion regards unu;ed transmission media as a pathway for
telecommunications service such as a i:olr:. duct, conduit, or right-of-way. Thersfore,
unused transmission media Is neither an:‘ unbundled element nor a telecommunications
service avallable for resale. Because 1{ fits nelther of these definltions It shall not be
priceé as such. The parties are free :ito negotiate ratss and may bring complaints

regaréllng unfair pricing or restrictions of use to the Comrnission.

. ' i
{ i
2 Case No. 96431, Order dated January 29, 1597.

i | 24 \
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" XIV. PRICE FOR CALL TRANSPORT AND TERMINATION/BILL

AND KEEP (PARTIES' ISSUES 24 AND 25)
ATE&T aryues that the prics for ihip transport and termination of lozal traffic should
be éet at TELRIC. BellSouth argues fhai TELRIC prising is inappropriate and that thé
rate' for transport and termination should be established o recognize local traffic's
relationship to intrastate switched aoz;ess bstause local Interconnection provides thsz
same functionalities as switched accass.

- The Commission has concluded iihat Intarconnection should be priced at cost plus

a reasonable profit based on Sectioﬁ 252(d)(1) of the Aact. Thus, the pricing forv
termination of loca! calls should be at "TELRIC so that this compensaticn is based on
actual cost insiead of upon subsidies tlilat are presant in existing rates.

The Commission has stated that “the market will be best served by swift
development of the necessary recordin§ and billing amangements to provide reciprocal

compensation among local carriers.”® Thus, the Commission will require reciprocal

compensation unless the two parties agree to & bill and kesp amangement not to exceed

one year.

'XV. WHETHER BELLSOUTH MUST PRIGE BOTH LOCAL
AND LONG DISTANCE ACCESS AT COST (PARTIES' ISSUE 27)

AT&T argues that because acoesé. whether local or Ichg-distance, is 8 "network
slement" pursuant to the Act, t must be sold to AT&T at the cost-plus formula provided
in Section 252(d)(1) of the Act. However, Section 2561(c)(2) of the Act specifically .

‘requires ILECs to Interconnect with cther carriers for the “transmission and routing of

Case No. 86-431, Order dated January 29, 1897 at 10.
i -25- |
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ielephone exchange servics and axchange access.” AT&T offers no convincing reason
Why Section 251(0) should be mterpretad to include long-distanoe access as wsll as
exchanga service. Furthannore. the FCC has previously dedded that if an IXC requests
5nterconnectron to originate or tarmmate its interexchange traffic, it is not enﬂtled to
recelve interconnection pursuant to Section 251(c)(2). Accordingly, the Commlwon
agrees with BellSouth that this |ssue Is beyond the scops of this arbitration proceedlng
and dismisses it from oonsideraﬁon'.

XVI. RATES FOR COLLECT, THIRD PARTY, AND
INTRALATA CALLS (PARTIES' ISSUE 28)

ATET proposss that BeilSoi:th be required to use the Cenlralized Message
Distribution System ("CMDS") procesé currently used on an interLATA basis for billing of
infralLATA colleet, third-party, and calling card calls where all such calls are billed at the
originating service provider's rates.

BellSouth maintains that a regiénal sysiem for processing these wypes of calls does
not exist today and that BellSouth cani»only bill its own retai! rates Yor these calls because
it has no access to AT&Y's rates. éeHSouth gays it will provide ATET the requested
ca‘pabilities on a state-gpesific level, but cannot, at this time, do so reyionally.

The Commission finds it inaﬂproprlate in this proceeding to require regional
unkormity through implementation of CMDS in the manner proposed by AT&'i‘.
Accardingly, BellSouth may bill its own ;'rates for intraLATA collect and third number call#.

|

i
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’ XVll. APPROPRIATE CONTRACTUAL TERMS AND CONDITIONS

INCLUDING DISPUTE RESOLUTION, PERFORMED

REQUIREMENTS, LlAPlLﬂYIINDEMNITY. SPECIFIED

"DIRECT MEASURES OF QUALITY," EXPLICIT ABSUMPTION

BY BELLSOUTH OF RESPONSIBILITY FOR CAUSING

AT&T UNCOLLECTIBLES (PARTIES' ISSUES 3§, 4, 28)

The Act requires, at Secdon:251 (€)(2)(C). that ILECs must provide service to
! { .
retjuesting carrlers “that is at least aqﬁlal in quallty to that provided by tive local exchange
. ! ;
calrrler to itself or to any subsidiary:. affiliate, or any other party to which the carrier
prbv!des interconnection,” Issues nﬁmbsrad 3, 4, and 29 of the Joint lssues List deal
with demands made by AT&T that%lt says are necessary to ensure that lelSouith
cohplies with its responsibilities underi the Act. AT&T asks for specified Direct Measures
of Quality; terms to ensure that Bel&South will assume rasponsibility for its errors in
: , |, . :

causing AT&T unbillable or uncollectible revenues; and terms providing for dispute
resolution, performance requiramemsl:, and liability and indemnity,

ATA&T argues that, since Bellslputh has a monopoly, AT&T can only look to it to
purchase service for resale, intermr{nection. or unbundled elements. Consequently.
AT&T concludes that mechaniams mi;st be in place to ensure that Bel!'South complies
with the Act.

The Commission agrees that n‘ago’dated terms for alternative dispute resolution,

. ' l
obiective measurements of the parties' expectations, and mutual liabiltty provisions may
be t%xseﬁ.ﬂ to both parties to any contracl. However, it s unnecessary for the Commission
to require any such terms and conditions. The service parity requirements of the Act are

i |

clear, and BellSouth has not Indicated that it will fail to sbide by them. There is no

i . . H ‘
reason for this Commission to assume that BellSouth will not in good faith comply with
. . |

| .21 |
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ltb obligations under the law, Should problems arise regarding the quality of serv;ce
p\rovided AT&T may bring the matter to the Commission's atiention.

‘Having reviewed the record and having been otherwise suﬂiclently advised, the
Commission THEREFORE ORDERé that:

1. The parties shall renew thelr negotiations to compiete their agreement In
atcordance with the principles and l{_mrtations described herein. |

2. Best and final offers on ;terms which are encompassed within the arbltratbd
issues and upon which the partles re;main unable to agree shall be filed within 30 days
of the date of this Order. | |

3. Additional cost studies réquned to complete the Commission's investigation
into appropriate pricing as dlscussedlherem and In the final Order in Case No. 86-431
shall be filed by BellSouth within 30 days of the date of this Order.

Done at Frankfort, Kentucky, this sch day of February, 1997,

By the Commission

DISSENT OF cHAIRMAN LINDA K. BREATHITT

| respectfully dissent from Sewon X!, Parties' Issue 15 regerding pricing of

recombmed network slements. My ratlona‘e ig set forth in Case No, 86-431, Petition by,
i
MC!'for Arbitraticn of Certain Temms and Conditions of & Proposed Agreement wlth

BellSouth Teiecommunicatlons, Inc. C:oncsrn!ng Interconnection and Rasale under the

R 1
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Telecommunications Act of 1998, brdsr dated January 268, 1897 (Linda K Breathitt,
. ! _
dissenting).

ATTEST:

<D M

Executive Director




